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USSR 

q 0 (l) Soviet policy mi st still remain ®n the d@f©nsivG i n the So twilit© 

countries and has to fallow th© ©Glf^inflictod process of l©©Q©ning 
policies which slipped from its control. 5his particularly aprlioo 
to Hungasy wh©r© Army and Security Service, th© actual props of th© 
Soviet power, w@r© most exposod. All ©thor attempt® having foiled, 
Gxtresje terrorism, carefully covered up by a e©mpl@t© information 
blackout, is bow b©i ng employed to obtain that B®~sun@ of still r@- 
fused popular col labor© iion without which a® political and ©eonoEile 
administration is possible, fh© compromise ' concluded with GosmXka 
In Poland also still has a 'vary weak basis and the future attitude 
of the population is a sat ter of great ©oncem t© both Comulks and 
the Soviets. Sine© the situation in the Satellite eountrieo io otill 
unclear and lioseow £©il@d to @©m© out with definite an:d bncie 
decision© „ the Soviets are now trying to oateh up with the preoently 
uncontrolled development by flexibly making @©nc@o©iono wherever 
-a opportunity offered as for exa^rle.in Poland, but do not refrain 
from ©sar-loying even compromising methods, if this is In the interest 
of. their empire and if the development became intolerable as, for 
example, In Hunrary. 

(2).\ Highlighting Moscow’© present Satellite policies ^ re t-o supplementary 
reports on Skeoilov'o ’lisit t® East Berlin on 30 November ^hich 
indicated that Shepilov reprimanded Tu^Jikln because of bio 
attitude during the critics 1 days of the Polish -Hung- rian crisis 
<-nd recommended that he assume more eoaeiXiatory tactics to- *rd 
all East &loc ambassadors. He also suggested that UXbrieht improve 
the re 1 rtiono “ith Poland and urged that *£ito be kept in the camp 
o r Socialism. He termed the situation in the Eastern Bloc 
extreme 1 y grave and said that all -ossible effort® had to be trade 
to strengthen the Socialist camp. H© added that the Soviet- Union 
w* © determined to give all necossory e©o?;©raic aid even if economic 
aid to the countries in Asia and the Arab '.Vorld would h'-vo to be 
suspended temporarily. At a conference which was held at Ske'piXov’o 
initiative on 1 December, Pus^hkin followed this line before 
diplomatic representatives ©x th© East Bloc countries in East 
Berlin, stating that the Soviet Union was not resentful , wanted 
to hnve the unpleasant chapter of the pest closed as soon as 
possible and was r-r® pared t® d© everything in its no-otr to tide 
th® Socialist countries over the economic difficulties. 

b. '71 th the development in the critical area of the Soviet cordon of 
Satellites ©till being fluid and no lasting solutions shaping ur 9 
th® Soviets hnv© to resort t© political improvisations and are not at 
present in a position to reformulate their basic political line as 

became neeess-ry after the events of the rece nt period sni q-a. 

repeatedly announced in a number of reports. 

^th® general line of the XX Party Congress was no longer 
considered intangible but --©uld only be discussed after a further 
clarification of the situation ond in this conjunction ^ls® mentioned 
that the expanded plenary session of the Central Committee of the 
Cofr-unist Party of the Soviet Union which had been planned for December 
^ould be postponed indefinitely. Such ' postponement is scarcely to 
be expected for the planned session of 4 h*- Council for Mutual Economic 
Aid, since time is of importance in that field and the solution of 
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merely factual problem i& on the agenda. | | 

the Soviet collective leaderohip wa© divided over what policies of 
th® XX Party eongreoo had to be revised. The Soviet© are worried 
not only by th® progressing emancipation and loosening tendencies In 
£h<? Satellite countries but also by carta 1 b symptoms 1 b the Soviet 
Union such as the stats ©f ferment of the y@uth 5 the aloofneos ©f 
the Intel ligrntQla and a sensible dissatisfaction aasonr ^orkoro. 


c. 


d a 


The problem of a reformulation of the basic political line is closely 
connected *?ith the still unclear situation in the collective leadership- 
^oat of the* reports indicate a closer getting toother of the variouo 


exponents and a temporary suspension of their differences and personal 
rivalries in the fae© of th© crisis and the dangers with which' the 
Soviet orbit is confronted •_ 

various 


an equilibrium prevailed between 

fore go and tendencies in the Soviet collective leadership T 


J the senleo could gradually tip' toward a majority of the l;ol otov 
ft oupo This fact of the still unsettled situation of the top~level 
Soviet leadership also is a determining factor for the v -rocrpotination 
of basic political decisions and their official announcement . 


in view of the critical situation 

the Soviet leadership became aware that a new f or© iga® policy diversion 
offensive is imperative . One of the first otens in that directs e>n 
is th e d isa rmament overture which! ^ 

_| aims .to barter a weakening* 

or western ^rone for the weakening of Ptogeo? in the Satellite area 0 

[th© collective leadership had not yet made 

up its mind on the direction and extent of this diversion action. 

Any offensive military intentions in Europe as a sort of a Jt for- G rd 
©soar.®" cannot 0 h©~s?v©r 9 at present be seen in the military picture 
of the situation or b© gathered from political reports. The massive 
accusations against th® tfest which Moscow voiced in conjunction -ith 
Hungary primarily served internal Soviet consumption and are designed 
to justify the Soviet attitude and methods in Hungary before the Soviet 
population and th® population of the Satellite countries. 


Satellites and Yugos* l avia 

0) [the loosening of the iron 

elpjsjp with which th© Polish economy had s© fay been clamped 
together by the Stalinist bureaucracy partially resulted in 
chaotic cdnditJLongr-l-sir -Industry .and agriculture- On 30 l^ovember* 
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for example, ©iners in tottapiee oter^ed the diotriet administration 
building, mnnh-ndled managing directors and pillaged o t©t© shops 

without the police taking action. ila&y ©oXIectivQ farms is 

the e©untry are going ft© bo dissolved. | 

| the situation 

was evon ffior© oerious | 

workers bad been forced t© work ©vortimo and, in many instances, 
lived in abject, ml eery. I I 


|©n the basis of a mutual agreement, 

Tltote visit to Warsaw was postponed to the spring of 1957 In 
order not t© embarrass the Soviets. A Yugoslav delegation beaded 
by Kardolj is no- scheduled t© visit '‘Taroaw in eia effort t© 
bolster the position of GqhuI I sa ^h© i s in hi~h esteem in Belgrade. 

^ ©simlka vsnted t© exploit 
mounting 'Vootem sympathy toward his regime to obtain ’"©stern 
recognition of the Gder-Heidso border. Ho reasoned that be c©uld 
then effect the withdrawal of tbo Soviet troopo and reunification 
of Germany. A propaganda offensive toward tbo "'est ^ill probably 
be conducted to that effect. The agreement which the Toliob 
Oevemiesat concluded with the Catholic Chureh and in which tbo 
Polish Government was prepared t© remove all major obstacles to ■ 
freedom of religion also tried to relnforco ’teotern ovmngthleo 
for the new regime in Poland 0 

| |C@auilrR is more closely connected with Hoaeow than is usually 
p soused even in PeTanflTI 


The Hungarian people 0 left without any outside help, puts up a 
peroiotent -°nd heroic resiotenee fight ^hieh completely discredits 
rioseow’o thesis that 'the rebellion was unleashed by fsohiot counter- 
revolutionaries. General strike employed by unified workers 
thirsting for froedom proved to be an instrument ~bieh Soviet 
imperialism must .expect t© be used also by other supposed nations. 

The Hungarian workers and farmers have the merit of having oho^n this 
fact to both their follow-sufferers in the Satellite countries and 
the ^©rl&„ Their example strengthened the national Communist and anti- 
Soviet tendencies in the other Satellite countries and thus will 
contribute to urging on the development which followed the announcement 
of the doctrines of the XX Party Day, a fact, vhieh will exert ’’oseowte 
strategic capacities. Indications for the continuation of this 
development ! 1 became aprarent in 'Poland 

and Bulgaria. 

the reoiotene© will probalbiy aubsldo beca use of exhaustion and 
starvation and arrooto of strike leaders. | | 


only 

® fraction of the members of the former Communist Party ©f Hungary 
was willing to join the ^S ocialist Verkers Tarty** set up by the 
present Communist ruler©’. | [ soviet 

military authorities prevented local elections for district and county 
councils, thus shoeing both the extent of Soviet interference with 
internal affairs in Hungary and . the iraxietenee of the’Xadar Government. 
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Co The .agreement which Rumania concluded with th© Soviet Union is leeo 
■ . favorable than the agreement which the Poleo concluded with the Sovieto, 
sine© the volume of credits for g@©do is Dialler and the doadi in© 
for debts which had to be refunded during th© period frosa 1955 to 
1959 ~ao only r @stpon©d* '"bile Poland wa© promioed a biloter^X 
agreement ©•- t^e presoneo of Soviet troops, Bucharest was only 
promised non-oommii&l consultative eon tact© 0 In contrast to the 
Polish CovernBent , th© Rumanian Government also eompletoXy endoreed 
the u©lling of the Hungarian rebellion by Soviet troops* The ©otablloh- 
meat of the direction committee for &a w ©X@ct©ratQ bX®@ for all 
democratic and patriotic forces’ 0 under the chairmanship ©f 
Gh@orghiu~r©j , £'■••© First Secretary of the Coimranlst Party of Rumania, 
shows that the Communist-controlled unity list ^1X1 also b© uoed in 
the forthcoming election© 0 


do The tension s in Bulgaria |_ 

| were again confirmed by more recent reports which stated 

that th© mass arrests also involved persons wh© had only recently 
been freed by the Kosteff aanesty. Th© growing economic difficulties 
showed that the second Fiv© Year Flan could not b© ©executed , and 
the Soviets had to Invest large sum© in Bulgaria to prevent a 
catastrophic development which may result in disturbances* Bulgaria 
which never had to import wheat now had to apply for* a '“’heat loan 
in the Soviet Union.. 


the Soviet Embassy in Belgrade in 

response to a question by Tito for the reason behind the Soviet troop 
concentrations along the Yugoslav border stated that th© Soviet forces 
in Hungary had invaded the country only in connection ^ith th© events 
in that country and in Rumania to prevent disturbances a nd <?©re not 
directed against Yugoslavia* It bad already been stated 

that Belgrade did apparent ly not at the present moment 
fear a Soviet military intervention | the 

Yugoslav Government sent a not© of protest to tho K&dar Government 
because of th© kidnapping of Xmr© Hagy but at. the same tia© continuously 
negotiated the repatr iation of Hungarian re fugees with the Hungarian 
Embassy in Belgrade* the Hungarian Government 

«ras fiven the possibility of visiting refuge© camps and influencing 
refugees* Although Yugoslavia did not violate tho right of asylum, 
the Yugoslav©© interpreted this right in favor of Radar in order not 
to deteriorate their relations with the Fas torn Bloc* The Yugoslav 
Government turned down, ho-ever, the Soviet-spread and Sst©! 1 it©~ 
supported thesis -of a Fashist-inotigated and reactionary revolution 
in Hungary (which of all satellites only Poland did not accept) ©nd 
-Is© continued its press campaign concerning the retsponsibil ity for 
the ©vents there* Th© Yugoslav Government also withdrew its initial 
©up r ort to th© Radar Government because of the unfaithful neso in th© 
ease ©f Trar® ?>agy and ©n th© ground that th© Radar Government bad 
proved a mere Soviet puppet. 


a* JUen*s reply to Edda ',7erf@l°s article contributed to intensify 

7 ©land*® negative attitude toward th® SFD* The STB n©w©pn|©rs now 
follow Sh©pilov 9 s nnd Puschkin®® orders (see paragraph 1 a) and 
employ more conciliatory tones ~ith constant reference to th© danger 
of a " f est German "revisionism* 50 
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against Ulfericht initiated activities which ai© t© brine; about the 
resignation of Blferieht, Sehirdew&n and Itetera, This opposition 
includes Rau 9 Selfemann, Oelssner a n& 0 sine© recently, ‘Tornlr® and 
hao BahXe© for its spiritual leader, January 1951 was mentioned no 
^ possible date for l , Xbrieht fl o rosign&ti©*!, A ehang© of such 
political magnitude would @f course' require the eonsent of the Soviet 
Cevorriraeato It is unlike Xy, however, that Moscow should consider a 
change of course and a top-level reshuffle op* ortun© at the v resent 
■ moment „ Ulbrieht*a pcsition must not at preoeafe fee considered 
weakened p»nd the ^resent hard eours© had even sharpened by the last 
arrests of Intel leetua 1 e and ©conomie functionaries . A speech which 
rahlera sr.de before students of a Party indoctrination course seemed- 
to indicate that he is propagating certain national ist tendencies, 

Th@r© is little likelyhood, however, that a national Cow mist regime* 
even if ?/Qseow consented, could fee established In the Sovi*. t zone of 
Germany in view of the complete lack of suprent by the passes, 

Co The dreresoing delivorieo of hard coal and ©r© fro® Poland make the 
fulfillment of the current economic plsualj doubtful. Only 50 percent 
of the deficit can fee wade up by deliveries fro m the USSR* Production 
stoppages already resulted in reduced working hours, shiftily of 
-orkiag times to niyht shifts in lirht industries and eventually 
in unemployment and thus increase the dissatisfaction of the workers, 

d. It wao ©g&iu stated that a conference of the "Council for Mutual 
Economic Aid-7*, will soon take place either in Moscow, Hast Berlin or 
Prague, The necessity of- such a conference is ap.-arent. The GBR 
fears that far -reaching aid measures will have to fee taken by the 
GDH in favor of the other Eastern Biod countries 0 

a. The workers conference which convened in Past Berlin ©n 7 and 8 
P-ecerrfeer again urged for establishment of workers comnitteea which 
^ere interpreted along the line© of the regime, The S3B i© wall 
aware of the risks involved in the setting-up ©f any kina of workers 
councils and is thus trying to delegate only reliable workers t© 
these com^itteeSo In the event of primaries, there will, however, 
probably fee sharp conflicts between the Party and Labor Union 
functionaries and the worker© 0 flon-partisan members w®r© also elected 
to the enterprise Labor Union headquarters in th©FB0® ©lections 
despite uite different directives, : V@rkors ara also increasingly 
demanding higher wages. Since only an insufficient volume ©f gpodo 
is available for increased buying p© -@r, th© Party leadership sharply 
rejects any such demands which are branded as "hostile concepts". 

The worker© became aware of the strength ©f passive resistance 
because of the examrle of Hungary « 

f. Local elections ! [ will take place 25X1 

in February or March 1957 • They had repeatedly been postponed. Only 
a unity list of the TCational Front will bo admitted in these elections, 

Flections for the S!-:B Party headquarters are scheduled to take pi a©© 
in January and February 1957 ° 
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a. (i) Th© exacted plenary session @f th© Central Cosimitt©© of th© 
Comsmaaist Party of th© Soviet Uaion 1© now ©lose at hand* A® 
insignificant jioXay evidently resulted from th® fast that 
§h@pil®v &®& Tmkm w©r© aw&y Eitoseae for a short tie©* 

fb©ir visit to Warsaw and th© spsedy completion of the 
©® th© pr©o©n©@ of Soviet in Poland had fe@<8@sa< 

because of Goanalka who urgently needed aid in his struggle for 
popular support in Poland* Th® fact that tho Central Committee 
of th® Communist Party of th© Soviet Union is convening still this 
month shows that th© Soviets are pressed for tin© and that th© 
Presidium of the Central Committee reached a eorfc&ia measure of 
agreement on the measures to fee taken in th© near future which 
&r© deemed necessary for th© ©versos! ®g ©f the present crisis* 

Th@ impending conferences within the framework ©f th® Warsaw P&et 
and the Council for Mutual Economic Aid call for important 'decision 
which aust fee discussed feefor® th® plenary o©sol@® of the Central 


a e emprehenQlv© agenda for 


Sv@r@v w ould also 
others * I 


Minister of Finance 
in addition to a large number of 
Malenkov and his tendencies had 


received new impetus from the recent 
Soviets were aware that raising the living standards 
in th© fight of the world systems 


^the 


wa s of 


25X1 


25X1 

25X1 


j ©conciaie problems figured promi saeMELasMia 


I £he_sufe 4 ecte to fee discussed by the plenary session and 


|Svorev would discuss th© 1957 budget which would drop all 
So Another supplementary information 


indicated that th© Soviets want to procure consumer goods in the 
world market with the help of their gold reserves * 


( 2 ) 


__^ |25X1 

I the Central Committee would try to sufestantiat© the pronouncement 
dated 30 October nn the rea rrangement of relations in the 

Socialist camp* the Warsaw Pact which in the past 25X1 

had served as- a useful instrument of f©reign«p©licy but had proved 
unsatisfactory in military roopoets would have to fee revised* 

Moscow now . argued that Communist Internationalism would in the 
future bo marked fey Its ” diversity” and would fee transformed , as 
it were o into a "competition of ideas” « There would be n© ©pen 
outbreak of th© latent conflict in the collective leadership 
and n© sensational top-level reshuffles of personnel c sine© th© 

Soviet leaders decided to make eosa-i-on efforts to overcome the 
crisis* 


b« As had already been reported *, the Soviet leadership 0 fully awarr of 
th© erioio which resulted from their Satellite policies and which*, 
according to recent information on unroot in the Baltic republics 
and particularly in Lithuania , even spilt over into the interior of 
th© Soviet Union*, and particularly involved th© youth*, is dominated 
by a strong desire for a forsig&^pelicy diversion offensive 0 Th© 
possibilities for such offensive are*, however*, extremely limited 
• because of the event' which has its repercussions ©n th© policy of 
coexistence * I ' I 
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2. Satellites and Tugcoolavia 


a, The brutal Soviet military intervention ia Hungary ©trongthejo anti- 
Soviet feelings ia the Poliak population which is pro-Hungarian by 
tradition „ The Polish regime is consequently staking ©very effort- to 
prevent anti-Soviet demonstrations such as those in Stettin, stating 
that it was necessary to spare the Polish Nation the fat© of Hungary * 

1 G@rmlka and Cyrankievics voiced 25X1 

pessimism regarding ouch efforts at a oeorst session of th© Polish 
Communist P&rty a They are awar© that Mcsuio it will not he possible 
to overcome quickly the economic difficulties and rats© soon the living 
standards of th© population,, they will not escape a new serious 
crisis which both the Stalinists and anti-Soviet groups will exploit 
for attack against the present regime* The speedy conclusion of the 
Soviet-Polish agreement on the presence of Soviet tr@ops in Poland 
evidently trtete calm do^n anti-Soviet feelings * The= near future 
will ohov to what extent this moasure w©o a oueeoGG* 


b , ■ | | the Hungarian govcrament is planing 25X1 

to prepare a program attractive enough to bring round the majority 
'" of the workers 'and th© intelligentsia to sake p©ac© with th© regime* 

| mor.-p&rtioan- specialist© would b® employed 25X1 

and farmers who during recent weeks had left the . collective farm© • 

would not b© forced to join them again and also indicated that Kata? I 

hoped -to get sup ©rt for the rehabilitation of Hungary net only fro® 
the Eastern Bloc but also from capitalist G©untnl©s in the form of 
long-term credits* Whether or not it will b© possible to fulfill 
these optimistic expectation© of the rogiEQ in view of th© negative 
attitude of large numbers of th© population remains t© b@ seen* 

Although thp Soviets and Kaflar may score a subsiding of resistive© 
a® a success of their terrorism* they will scarcely .bo &Mg. to. .gain 
a basis of trust fro© a' large number of the population in spite of 
the small concessions they already granted or announced* 


Q a Ho major disturbances are to b@ ®xp©@tG<$, in Chechoslovakia because 
of the favorable working and living conditions prevailing there* 

Th© C&ech rulors continue their Stalinist course tempered only by 
small-scale concessions* Th© Central Goamdttoe of the Communist 
Party of Chechoslovakia significantly ©old-shouldered the Yugoslav 
regime * | |the tensio ns 

in Bulgaria 
continue 0 
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&* In aa effort not to aggravate differences with the Soviet Union and 

part of its Satellites, ^itoj | 25X1 

suggested that a Sovlet^YugOGiav ©q up '&o eneck on a ll 

ideological differences, Th© Yugoslav delegation) 25X1 

f I Qtrongly 

impressed by the negative attitude which the pro^iloseow Communist 
Parti©© assumed toward Titois®. Another report indicated that 
Belgrade is concerned shout the political development beoaus© the 
Yugoslav workers are dissatisfied with iheir wages and living conditions,, 

o Soviet Z on© of Germany 

&» the visits Soviet’- s©a© delegations 25X1 

paid in Warsaw and Prague were initiated by Moscow which tried at 
least outwardly to consolidato the relations of th© various Warsaw- 
Pact countries o Moscow had wished that Matern and Ham rather than 
Ulbrieht he sent to 7sr@&w sine© they war© hotter suited to oottl® 
the differences between the S7B and the Polish Communist Party. 

Their delegation prepared the now ©urront ©©©nomic talks on the 

©xch&mg© of goods in 1957 and probably also reached an agreement that 

party~p©Xiiieal conflicts b© not discussed in public * Ulbrieht* 0 

&ask In Prague was less complicated 0 The oe®n©aAc talks went 

smootholy and the partners viewed the Qv©nt© in the Satellite countries . : 

eye to eye. Pa nko^ as well as Prague aosu mod a negative attitude 

toward Tito &r d| ^considered a possible 25X1 

procrastination of the execution ©f the. aid nsasmreo which th© 

• Yugoslav®© had been promised in the suomer of X95& . In regard to 
the Polish situation they felt that it would b© undesirable further 
to affront Poland, .particularly since GossaXka*© position was less 
©tab 1 ® than had .been assumed,, The f&@t that a Soviet gone delegation 
wa© sent to Moscow is- due to fear© by Pankov that during forthcomin, 
talks on neeeosary changes ©f th© universal ©astern Five-Year Plan 

change® may be made in favor of Poland and Hun k arv» The delegation 

eons© uently is to try to save and have again confirmed the Soviet 
premise of July 195^ that the Soviet son© of Germany would be mad© 
the show ^window of Socialism. 

b. By promptly executing Soviet directives ©oncoming his policioo toward 
Poland and Yugoslavia, Ulbrieht again proved a comp lot© ly reliable 
r,nd subservient henctean of Moscow c particularly ©inco a ©old war 
against Poland would much more be in keeping with hi© &©sir© for 
a clear separation of view©. Regarding Yugoslavia h© was given 
free hand within certain limits by Shopilov. On 15 B3C©&b®r 195& 0 
th© "Weues' Deutschland” nowop©'©r again sharply attacked certain 
policy formulations which .Tit®- had mad© in his t ola speech. 

Co At the 43^d session of the TOPD Tain Coersitto© which was held' in 
Cottbus on 26 and 21 November 195&9 Bols clearly outlined th© 
situation with which the ' Sovi©t-g@n® ruler© are confronted. In view 
of the attempts by the Party headquarters comiletely to disregard 
the recent revolutionary event© and their effects on Party activities 
and in view of an almost rebellious attitude of those who were present 
at the session, he frankly stated that all ©thor problem© were of 
secondary importance when compared with the necessity of staying in 
power. H© ©aid that only the alternative of Qither ©trengthenin. 
the position of p®-*@r or falling down was left and stated that 
eone© 0 ©i©BQ or yielding could save nothing and would only encourage 
■ th© opponents. Using Ulbrieht 0 o formulations on reunification he ©aid 
that the GDH was not an example but a model for a reunified Germany 
and that savin; peace rather than reunifying Germany was the question 
at present. 
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d. It is significant that by using th@s© f ©rsul&ti^no * BoXs clearly 
sided with Ulbricht and evidently believed that tho activities of 
Blbricht 0 © opponents had no chances of success. All individual meaeursa 
taken in the son© also indioat© that Ulbri©ht 0 o fist is still strong 
**ith student© being faiowd from universities* and numerous arrest© 
being made and the I'rotestaat bishop© receiving no concessions on the 
church question® The speech which UXbrieht made on the *iueotion of 
the workers committees also showed that he was not willing to givo 
these committee© real influence * the Rresaltn evidently also did 
not yet decide to change the course in the Soviet son© of Germany 
where things continue to ferment » This became apyarent in articles 
of the t9 l!©ues BeutschX&nd* 9 newsparer which ©ailed @n the students or* 
written by Bred®!* tried t© enlist the support of the intelligentsia 
or* written by '".Varnke* addressed the worker®® 'A'asak®*© attitude 
toward Ulbricht remains problematical* however. 

II. Eeonomie 

1* Economic measure® in the Soviet Bloc 

The fact that the economic capacities of moot of the European SatoPit© 
countries and r-artieularly t*-o©e of Poland and Hungary were overcharged* 
•pill make it necessary for the Soviet Bio© to revise its plans » The 
production in Poland slowed down and no industrial production will 
probably b@ forthcoming in Hungary during a period of at least several 
months. It will probably not fee possible to satisfy ®v®n the moot 
urgent demands in and outoid© these e©untri@©. Sine© raising f @ living 
standard© was on© of th© revolutionary demands which the Soviet Union 
has t@ satisfy to a ©ertain degree* the Soviet Union as t@ 1X as th© 
individual European Satellite© are presently in a precarious situation 
which will nrobably even become worse. These oconosiie difficulties also 
threaten to Imparo the political stability of th© European Satellite©. 
Increased Soviet delivery must and can make up for th© deficit of the 
bad crops while the most urgent demands of high quality food ©tuff and 
industrial consumer goods can on short notice only bo- mado available by 
, Western imports. Ao a result of this situation it is rather definit©ly 
to b© believed that revision measures similar to thosQ of th© new eours© 
in 1953 are to be ©Kr-©@t@do They will probably include the following 
short-term and long-term plan corrections? 

a. The Soviet Union will make available to the Satellite countries both 
gold and hard currency credits for th© purpose : of highrqu&lity food- 
stuff and industrial consumer goods. The first of Soviet sales of 
gold for the procurement of currency had already been noticed. 

b. The Satellite countries will immediately stop all socialisation 
measures and partially ©v®n denationalise trad© and commerce and thus 
try to activate handicraft production reserves to overcome the shortage 
of consumer goods produced by trades. 

Co The Five-Year Plan of most of the Eur©pean Satellites will bo revised 
and will b® coordinated along the lines of a new course without* 
however* probably affecting the production plans of basic industry 
&nd power generation. Those plan revisions will probably b© marked 
by a slight reduction ©f the production of heavy and armament 
industry* a light increase of th© production of industrial consumer 
goods and a stronger pushing of agriculture. Th© preparation of 
this M tiew flan” vill tak© a period of between 6 and § months. 


LV^l> 


k\j vi 
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The iacreasr- in th© production of the consumer goods industry can, 
however, scarcely tak© of feet before a period of tv© years because 
of the difficulties resulting fro© the gwitching of labor and means 
of production from other industries to ©onsumer goods industry,, 

Temporary unemployment may also result « 

d. The Soviet Union, by making phased concessions, will try to obvi&t© 
certain demands for plan revisions which are to b© expected in those 
European Satellite eountriea not yet involved in the rreeent 
dif ficul ti©Oo 

© 8 Althovfh no indications of a to n®w course* 1 have so far become a?" ©rent 
in the Soviet Union, one report already indiemtod the possibility 
that similar corrections a© those indicated in paragraph II, 1, e 
above regarding the Satellite countries will 'possibly also be executed 
there . The Soviets hav© so far tried to oilen©© undoubtedly existing 
protests against th© low living standards by initiating financial 
measures euch as increased wage© and social welfare and price cuts 
and by ex© cut lag cut “downs on working hours o 

2* The presently exceedingly g@©& armament situation of the Soviet Union 
and the fact that th© Soviet Army, Havy and Air £*©re© w@r© largely 
reequipped with modern weapons makes possible a breathing space in the 
sense of a new course * 

III. Military 

1 . The ^ovi»~t riljtary Situation in the Satellite Area 

&<> The 7aro m Fact which had been a primarily political construction for 
the ©utsuaneuverin of the '.Vest “European Union (\VEU) and KATO and which 
had be®n announced and propagandised as a defens© instrument against 
alleged 7e stern aggression did not ©hang© the military structure 
in the Eastern Bloc 0 The establishment of a joint high commend for 
the armed forces of the pact countries only underscored the existence 
of an unrestricted Soviet high commando The disturbance© in Poland 
and Hungary as well as the remembrance @f the Jun© 1953 rebellion 
in the Soviet Zon© of Germany during which 19 of the 22 Soviet divisions 
stationed In the son© had been employed for the quelling of the 
uprising must have mad© it ap oar Imperative for the Soviets to 
strengthen their troops in the Satellite countries*. The Soviet ■ 
forces (2 divisions) \ resently stationed in Poland, for example, 

*111 not b® able to secur® comraunie&tl on lines between the Soviet 
Union nn& the Soviet Zone of Germany in the event of ma.lor disturbeneeo 
or to quell an uprising in Poland* (Compare the preparations which 
the Soviet© mad® during the crisis is Poland)* Agreement© which 
Moscow concluded with individual Satellites as a result of the recent 
events (compare the new Soviet-Polish agreement on the presence of 
Uoviet Forces In Poland) in addition to th© Warsaw Pact will now make 
it possible* for the Soviets to strengthen their position in the 
Satellite area and t© provide sufficient military safeguards * 

ho Hints that th© Sovie ts may withdraw their troop© from the Satellite 

countries (excepting) 25X1 

Poland and the Soviet Zone of Germany) bGlong t© Soviet disarmament 
tactics and must b® rated accordingly* These tactics strive to weaken 
th© Western defense system b* offering an alleged weakening in th® 

Sovirt area* If th© Soviet forces wore actually withdrawn from th© 

Sat® Hit® area and even only from part of that area, th© military 
position of th© SU would considerably b© weakened particularly ^iih 


c? ■ ' • ' 

c~ ■ . 

l\.^ v. V:. 
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regard to installations of ©ir defense* ?h© Soviets ©optima© to 
improve their military installations and • articular ly their air bases 
a© they had done forye&rs, These comprehensive military inveotraents 
■ sho^ that for a lonV time to com© I-'oseow is determined to keep the 
positions which it gained la and after th® second ,/orld ‘Yar* 

e. • Soviet Fleet Demonstrations in Connection with th© Tolitical 
Disturbances in Poland,, 


Soviet TCavy movements observed during th© October tensions in 'Poland 
reveal©# the followings in sald-October 195^o a ©©msiderabl© number 
of Soviet naval vessel©, that is a total of 1§ vessels including the 
three SfEHDLO? cruisers stationed in the Baltic were assembled in 
the area w@ot of the Bay of ^Dansig ©nd kept on- alert* On 19 October 9 
the day the riots broke, out,' a Soviet fleet demonstration in the area 
of Hela and the Polish coast involved three S?ERDLO¥ cruisers, approx- 
imately 10 destroyers and 2© speed boats 0 A second unit consisting 
of 1 cruiser and 2 destroyers ran along -the' Polish* eoast toward 
west during th© night of 1? October and put to Suinemuende during 
th© morning of 19 October* At about noon that day another destroyer 
of type HOTLIH joined the unit, while a RIGA escort destroyer which 
had been stationed in Swinesuend® was detached to Stettin* The three 
cruioer© of the flrstmentioned unit remained on the roads of Gdingen 
until 23 October, and part of th® other vessels stayed in Ddingen* 

In the evening of 2$ October, all ©hips left this area* The Swinemuend© 
group of vessel© was on alert until 23 Ootobor, the 'day on which 
three destroyers were still b^hed in th© harbor* It could not 
definitely bo determined whether ‘or not the cruiser and another 
destroyer had already put to sea at that time* All this goes to show 
that 'already prior to the outbreak of disturbanoo© the Soviet Baltic 
Fleet had assembled ©nd effectively displayed for demonstrations 
it® w cp$3?a$i0n" units at important points along the Polish coast* . 

The importance of Swiaesmend© as advance base was particularly apparent* 


do Soviet faeort -Destroyers Turned Over to Soviet Zom WA SeQQtreitkr&Qft©* 


Oh 7 December 195^ 0 two Soviet ese@rt destroyer© ©f the modem RIGA 
Class seen with blacker© d«goldon flag in ^Taraosttoado indicated that 


Soviet naval vessels wore turnod ove r t© the Soviet Zona l?iw 


as had been mmmmaaA noiae auem- 
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